
Effective  

Revision: HCFA-PM-9 1-8 (MB) Attachment 4.22-C 
October 1991 Page I o f 9  

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 

State of VIRGINIA 

. .
Citation condition or requirementremenr 

S 1906 of the Act State Method on Cost Effectiveness of Employer-Based Group Health Plans 

$ 1 ,  Definitions. 

The following words and terms, when used in these regulations, shall have the following meanings, 
unless the context clearly indicates otherwise: 

"Case" means all persons who are living in the same household who are eligible for coverage under 
the group health plan and who are eligible for Medicaid. 

"Code" means the Code of Virginia. 

"Cost effective"and "cost effectiveness"meanthereduction in Title XIX expenditures,whichare 
likely to be greater than the additional expenditures for premiums and cost-sharing items required 
under 4 1906 of the Social SecurityAct (the Act), with respect to such enrollment. 

"DMAS" means the Department ofMedical Assistance Services consistent with the Code of Virginia, 
Chapter 10, Title 32.1, 4932.1-323et seq. 

"DSS" means the Department ofSocial Services consistent with the Codeof Virginia, Chapter 1, Title 
63.1, 963.1-1.1etseq. 
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"Premium" means that portion of the cost for the group health plan which is the responsibility of the 
person carrying the group health plan policy. 

"Recipient" means a person who is eligible for Medicaid. as determined by the Department of Social 
Services. 

$2. Program Purpose.ThepurposeoftheHlPPProgramshall be: 

A. 	 To identify cases in which enrollment of a recipient in an available group health plan is likely 
to be cost effective; 

B. 	 To require that recipients in thosecasesenroll in theavailable group health plan asa 
condition of Medicaid eligibility; 

C. 	 To providefor payment of the premiums and othercost-sharingobligations for itemsand 
services otherwise covered under the State Plan for Medical Assistance (the Plan); and 

D. 	 To treat coverage under such group health plan as a third party liability consistent with 4 1906 
of the Act. 

$3. 	 RecipientEligibility. All personswhoare living in the same householdwhoareeligibleforcoverage 
under the group health plan and who are eligible for Medicaid shall be eligible for consideration for 
HIPP, except those identified below. The agency will consider recipients in 53.A. through 53.D. for 
consideration for HIPP when extraordinary circumstances indicate the group health plan might be cost 
effective. 

A. Therecipient is Medicaideligible dueto "spend-down"; 

B. The recipient is onlyretroactivelyeligible for Medicaid; 

C. 	 Therecipient is in anursing home or has a deduction from patient pay responsibilitytocover 
the insurance premium; or 
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D. The recipient is eligible for Medicare Part but is not enrolled in Part B 

$4. 	 Condition of Medicaideligibility. When DMAS determines that agroup health plan is likely tobe 
cost effective based on the DMAS established methodology, DSS or DMAS shall require recipients to 
enroll in that group health plan as acondition of Medicaideligibility.Non-compliancecreates 
ineligibility for Medicaid unt i l  the recipient demonstrates a willingness to comply. 

A. 	 Cooperationrequired.The recipient shall,asacondition of Medicaideligibility. obtain the 
required information on thegroup health plans available to the recipient. shall provide this 
information to DSS orDMAS, and shall apply forenrollment in thegroup health plan, as 
directed by DSS or DMAS unless good cause for failure to cooperate has been established or 
unless the recipient is unable to enroll on his own behalf. Once the good cause circumstances 
no longer exist, the recipientshall be required to comply. 

Non-cooperation of parent or spouse. When aparentorspouse fails to provide DSS or 
DMAS with the required information necessary to determine availability of a group health 
plan, fails to enroll in the group health plan that DMAS has determined to be cost effective, as 
directed by DMAS, or disenrolls from a group health plan that DMAS has determined to be 
cost effective, eligibility for Medicaid benefits for the recipient child or recipient spouseshall 
not be affected. 
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Application required. If the recipient is not already enrolled in a group health plan at the time 
the cost effectiveness determination is made. the recipient may not be able to enroll in such 
group health plan until a later date (such as an open enrollment period). The recipient shall 
provide to DSS or DMASacompletedapplicationforenrollment in the group health plan 
which DMAS has determined to be cost effective as proof of cooperation within 30 days of 
receipt of such request from DSS or DMAS. The recipient shall. as a condition of Medicaid 
eligibility. enroll in the group health plan at the earliest date in which enrollment is possible. 
unless good cause forfailure to cooperate has been establishedor unless therecipient is 
unable to enroll on his own behalf. 

Non-compliance. If arecipientrefuses to obtaintherequiredinformation on group health 
plans available to the recipient or refuses to provide such information to DSS or DMAS or 
does not enroll in the group health plan which DMAS has determined to be cost effective, as 
directed by DMAS, or refuses to provide DSS or DMASacompletedapplication for 
enrollment in the group health plan within thedeadlinegiven.therecipientshall lose 
eligibility for Medicaid.Medicaideligibilityshallendafterappropriatewritten notice is 
given tothe recipient as required by 42 CFR 943 1.211. This ineligibilityshall remain 
effective until the recipient demonstrates willingness to enrollin the group health plan. 

a disenrolls from groupE. 	 Disenrollment. I f  recipient a health plan which DMAS has 
determined to be cost effective, or fails to pay the premium to maintain the group health plan, 
the for Medicaid shall afterrecipient shall lose eligibilityMedicaid. eligibility end 
appropriate written notice is given totherecipient as required by 42 CFR $43 1.211. This 
ineligibility shall remain effective until the recipient demonstrates willingness to enroll in the 
group health plan. 
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F. Multiple group health plans. When more than onegroup health planis available to the 
recipient. the recipient shall, as a condition of Medicaid eligibilitye.enroll in one of the group 
health plans which DMAS has determined to be cost effective, as directed by DSS or DMAS 
unless good cause for failuretocooperate has been established or unless therecipient is 
unable to enroll on his own behalf or unless DMAS has determined that none of the available 
group health plan would be cost effective. 

G. 	 All oftherequirementspertaining to recipientsalsoapply to parents,spouses. and persons 
who are acting on behalf of recipients. 

$ 5 .  	 Payments. When DMAS determines that agroup health plan is likely to be costeffective based on 
the DMASestablishedmethodology,DMASshall provide forthepayment of premiumsandother 
cost-sharingobligations for items and servicesotherwisecoveredunderthe Plan, exceptforthe 
nominal cost sharing amountspermitted under 4 1916. 

A. 	 Effectivedate of premiums. Payment of premiumsshallbecomeeffective on the firstday of 
the month following the month in which DMAS makes the cost effectiveness determination 
or thefirstday of the month in which thegroup health plan coveragebecomeseffective, 
whichever is later. Payments shall be made to either the employer, the insurance company or 
to the individual who is carrying the group health plan coverage. 

B. Terminationdateofpremiums.Payment of premiumsshallend: 

1. on the last dayofthe month in which eligibilityforMedicaidends; 

3 the last day of the month in which the recipient loses eligibilityforcoverage in the-. 
group health plan, or 

3. 	 the last dayofthe month in which adequate notice has been given (consistent with 
federal requirements) that DMAS has redetermined that the group health plan is no 
longer cost effective, whichever comes later. 
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C. Non-Medicaid members. of eligibleeligiblefamily Paymentpremiums for non-Medicaid 
family members shall be made when their enrollment in the group health plan is required in 
orderforthe recipient to obtainthegroup health plan coverage. Such paymentsshall be 
treated as paymentsforMedicaidbenefitsfortherecipient. No paymentsfordeductibles. 
coinsurancesand othercost-sharingobligationsfornon-Medicaid eligible family members 
shall be made by DMAS. 

D. 	 Evidence of EnrollmentRequired.A person to whom DMAS is payingthegroup health plan 
premium shall, as a condition of receiving such payment, provide to DSS or DMAS. upon 
request,writtenevidenceofthepaymentofthegroup health plan premium forthegroup 
health plan which DMAS determined to be cost effective. 

96. Guidelines for determiningcosteffectiveness. 

A. 	 Enrollmentlimitations. DMAS shalltakeintoaccountthatarecipient may only be eligible to 
enroll in the group health plan at limited times and only if other non-Medicaid eligible family 
members are also enrolledin the plan simultaneously. 

B. 	 Plansprovided at no cost.Group health plans for which there is no premium totheperson 
carrying the policy shall be considered to be cost effective. 

C. 	 Non-Medicaideligiblefamilymembers. When non-Medicaideligiblefamilymembersmust 
enroll in a group health plan in order for the recipient to be enrolled, DMAS shall consider 
onlythepremiumsof non-Medicaid eligiblefamilymembers in determiningthecost 
effectiveness of the group health plan. 

D. Reserved 

93-02DateTN NO. Approval 04-26-93 Date 04-0 1-93 
Supersedes
R\r No. N/A 7982E HCFA ID: 



Effective  

Revision: HCFA-PM-9 1-8 (MB) Attachment 4.22-C 
October 1991 Page 7 of 9 

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 

State of VIRGINIA 

E. DMAS shall make thecosteffectivenessdetermination based on thefollowingmethodology: 

DMAS obtain1 .  	 Recipient and group health plan information. shall demographic 
information on each recipient in thecase,including, but not limitedto:federal 
program designation,age,sex,geographiclocation.DMAS [or DSS]shall obtain 
specific information on all group health plans available to the recipients in the case, 
including, but not limited to: the effective date of coverage, the services covered by 
the plan, the exclusions to theplan, and the amountof the premium. 

estimated expenditures. shall the2. Average Medicaid DMASestimateaverage 
Medicaid expenditures for a 12 month period for each recipient in the case based on 
theexpenditures for personssimilar to therecipient in demographicandeligibility 

Expenditures accordinglycharacteristics. shall be adjusted for inflation and 
scheduled reimbursement rate increases. estimatedprovider Average Medicaid 
expenditures shall be updated periodically. 

3 .  	 Medicaidexpenditurescovered by thegroup health plan.DMASshallcomputethe 
percentage of expenditures for group health plan services against the expenditures for 
the Medicaid the estimatedsame services and then adjust average Medicaid 
expenditures by thispercentagefor each recipient in thecase.Theseadjusted 
expenditures shall be added to obtain a totalfor the case. 

4. Group health plan allowance. DMAS shall an factor by themultiplyallowance 
Medicaidexpenditurescovered by thegrouphealth plan toproducetheestimated 
group health plan allowance. The allowance factor shall be based on a state specific 
factor, a national factor or a group health plan specific factor. 

expense multiply an average5. 	 Covered amount. DMAS shall group health plan 
payment rate by thegroup health plan allowancetoproduce an estimatedcovered 
expenseamount.Theaveragegroup health plan paymentrateshall be based on a 
state specific rate, national rate or group health plan specific rate. 
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6 .  	 Administrativecost.DMASshall total theadministrativecosts of the HIPP program 
and estimate an averageadministrativecost per recipient. DMAS shall add to the 
administrativecostanypre-enrollmentcosts required in order for therecipient to 
enroll in the group health plan. 

7. 	 Determination ofcosteffectiveness. DMAS shalldeterminethatagroup health plan 
is likely to be cost effective if a. is less than b. below: 

group health plan allowance and thea. 	 the difference between the covered 
expense amount, added to the premium and the administrative cost; and 

b. theMedicaidexpenditurescovered by the group health plan. 

8. 	 If a. is not less than b. above,DMAS shall adjusttheamount in b. using past medical 
utilization data on the recipient, provided by the Medicaid claims system or by the 
recipient, to account for any higher than averageexpectedMedicaidexpenditures. 
DMAS shall determine that a group health plan is likely to be cost effective if a. is 
less than b. once this adjustment has been made. 

F. 	 Redetermination.DMASshallredeterminethecosteffectiveness of thegroup health plan 
periodically, not to exceedeverytwelvemonths.DMASshallalsoredeterminethecost 
effectiveness of the group health plan whenever there is a change to the recipient and group 
health plan information which was used in determining the cost effectiveness of the group 
health plan. When only part ofthe household loses Medicaideligibility,DMASshall 
redeterminethecosteffectiveness to ascertainwhetherpaymentofthegroup health plan 
premiums continue to be cost-effective. 

G. 	 Multiplegroup health plans. When a recipient is eligibleformorethanonegroup health plan, 
DMAS shall perform the cost effectiveness determination on the group health plan in which 
the recipient is enrolled. If the recipient is not enrolled in a group health plan, DMAS shall 
perform thecosteffectivenessdetermination on eachgrouphealth plan availabletothe 
recipient. 
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Third party liability. When recipients are enrolled in group health plans, these plans shall become the 
first sources of health care benefits, up to the limits of such plans, prior to the availability of Title 
XIX benefits. 

Appeal Rights.Recipients shall be giventheopportunitytoappealadverseagencydecisions 
consistent with agency regulations for client appeals (VR 460-04-8.7). 

Providerrequirements.Providers shall be required toacceptthegreaterofthegroup health plan's 
reimbursement rate or the Medicaid rate as payment in f u l l  and shall be prohibited from charging the 
recipient or Medicaid amounts that would result in aggregate payments greater than the Medicaid rate 
as required by 42 CFR 5447.20. 

HIPP Program Phase-in across the Commonwealth. The Health Insurance Premium Payment (HIPP) 
Program will be implemented in phases. The first phase will be implemented in certain pilot areas, 
full statewideimplementation will occuroncethe pilot phase is completed. DMAS has the Health 
Care Financing Administration's (HCFA) approval for conducting a pilot phase before f u l l  statewide 
implementation. The pilot phase of the program will be implemented March 1, 1993. 
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